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The Practicing
CPA

JUNE 1989

An AICPA publication for the local firm

SUCCESS THROUGH A LIMITED-SERVICE PHILOSOPHY
Ours is a small, limited service, one-office CPA firm.
We have evolved into what we are because of failing
in our attempt to become "The largest CPA firm in
the free world!” We are finding success, however,
through a limited-service philosophy and would
like to share our experience.
Our firm is located in an area of about 125,000
people who are heavily dependent on agriculture
and oil and gas industries, and on small businesses.
There are no national firms in town, although they
do serve the area. There are seven people in our
firm—four accountants, one administrator, and two
computer operators. Three of these people are parttime outside tax season.
We have chosen not to be a traditional full-service
CPA firm. Typically, such a firm finds that greater
than 50 percent of its revenue comes from what I call
"looking back” services. These consist of audits,
reviews, compilations, accounting, and tax com
pliance—services most accountants are comfort
able providing and which, generally, can be
depended on year after year.
I believe it is difficult for small firms to offer all of
the traditional services. The explosion of informa
tion, standards overload, the constant competition
for staff, peer and quality review requirements and
costs, liability issues, and fee competition were all
factors in our decision not to offer the full range of
services.
There is a distinction, I believe, between a limited
service CPA firm, which is what we have chosen to
become, and a firm that specializes by industry. (See
"Growth and Profit Through Specialization” in the
March 1989 issue, page 1.) We don’t specialize in our
firm but have limited our services to exclude audits
and reviews. We emphasize what we do best. The
following strategies form the foundation of our phi
losophy:
Get out of auditing and reviews (or get in them in

a big way). The relationships and services we
attempt to develop and provide keep us from being
independent. Our compilation reports so indicate,
and we have experienced no adverse effects. In fact,
the opposite has occurred. We find that when you no
longer have to be independent, you become valuable
to your client.
We prefer to refer the audits and the liability to
others, and keep the good work and the premium
fees. Our largest client, for example, is the audit and
tax compliance client of a national CPA firm. We
think this strategy keeps clients from outgrowing us.
There are certainly other firms, besides national
firms, which are capable of performing audits. We
refer to national firms, though, because we think
there is less risk of our losing the client. National
firms, by their very nature, cannot provide the ser
vices we can. In fact, they have referred to us other
services we are capable of providing.
In addition, by not performing audits, our firm is
required to undergo a report review rather than have
an on-site peer review. This results in a cost savings.
Many firms attempt to justify keeping a couple of
audits they have been doing for years. To me, that is
like a family-practice doctor performing a couple of
open-heart surgeries a year!
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Provide services which build solid client relation
ships. Clients want someone to listen to them—a

financial friend. In fact, clients want a financial
psychiatrist. Someone to become financially
"naked” with and not be laughed at. This takes a
relationship built over years, a relationship that
most CPAs serving small clients already have.
We are not ashamed to provide nonglamorous,
profitable services such as write-up, payroll check
writing, depreciation/amortization schedules,
sales/payroll tax returns, and other services within
our capabilites. We have to have a base of com
pliance work from which to generate “looking for
ward” services (see box on page 7).
Develop expertise and provide services that
involve the future. We all tend to become comfort

able providing the reliable, traditional services and
hesitate to let go of them in order to develop services
we are not sure will reoccur. In a limited service
practice, about 50 percent of what is being worked
on now had not happened a year ago, and 50 percent
of what will be worked on next year has not hap
pened yet.
We have found that these types of services are
much less fee sensitive than traditional services.
Many of us in local practice could increase our gross
fees 30 percent without adding a new client, if only
we would.
Get rid of your employees. The use of the word
“employee" creates a class system that we think is
undesirable. Instead, we use the term “associate.”
Limit firm growth. Uncontrolled growth is
deadly. We think that growth exceeding 15 percent
per year in billable hours is a disaster waiting to
happen.
We also try to avoid having one client group con
tribute more than 10 percent of our firms revenue.
We prefer to be in control of our financial destiny.
We believe that net profit rather than gross fees is
the measure of financial success. In fact, we have
experienced an increase in the bottom line with a
decrease in gross fees.
Develop relationships with tax lawyers. They are
great referral sources for "looking forward" services.
(Continued on page 7)

Program Set for AICPA Annual
Members Meeting

Many of the articles featured in the Practicing
CPA over the years, are based on presentations
at various AICPA conferences. The conferences
can offer something that an article cannot,
however. That is, the opportunity to discuss
aspects of the presentation and to ask the
speakers questions.
“Success Through a Limited Service Phi
losophy" will be presented at the AICPA’s 102nd
Annual Members Meeting in September. Other
presentations in the management track are

□ "Managing the Staff of the Future”—a dis
cussion of the changing nature of work,
and the adjustments in strategies needed
to attract, train, and motivate staff to
maximum performance;
□ “The Productive Professional"—ways to
increase personal productivity through
the development of effective time-man
agement skills;
□ "Changing Perspectives on Partner Retire
ment"—a look at how younger partners
rising expectations and narrowing profit
margins are forcing firms to reexamine
partner retirement policies.
Other sessions will cover political and busi
ness issues, tax, accounting, auditing, and
other topics of professional interest.
The AICPA Annual Members Meeting will be
held on September 24-27 at the Marriott River
center Hotel in San Antonio, Texas.
For further information, contact the AICPA
meetings department: (212) 575-6451.
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Why Most Sales Training Doesn’t
Work for Accounting Firms

Last summer, we met with a senior partner of a large
regional firm in the Midwest. When asked why he
wanted to talk with us, his answer was surprising.
"You know," he said, "I'm 41 years old and I'm
beginning to plan for my retirement. Frankly, I'm
worried. None of my younger partners, and actually
only a few of the older ones, have the skills and
desire to go out and develop business. Unless they
get better at bringing in work, they won’t be able to
fund my retirement.”
This partner realized that he was at his limit. He
had the skill to bring in more business than he could
possibly do or supervise. So, for the firm to do bet
ter, he saw that he needed to get the other partners
as proficient at bringing in business as he was.
During the previous year, to enhance his col
leagues’ skills, he engaged a well-known sales train
ing firm to conduct a program, and invested two
days of his partners’ time. What was the result?
Absolutely nothing. No additional effort by the
partners. No perceptible improvement in skills. The
same disappointing results as before.
Ultimately, the result for this partner was that his
retirement remained in jeopardy. In addition, he
damaged his internal credibility and wasted his
partners’ time.
We've seen this pattern repeated in many account
ing firms. Most sales training doesn't make a bit of
difference in generating more business, because it
doesn’t adequately address the complete challenge
and extent of building business-generating skills.
To show you what we mean, let’s take a closer look
at why many CPAs underachieve in areas of business
development. The reasons we find most prevalent
are:

□ They simply don’t know how to market or sell.
Many accountants lack the full complement of
skills necessary to bring in business. In fact,
many view business development as a natural
talent rather than a skill—you’re either born
with it or you’re not. They also mistakenly per
ceive marketing as glitzy brochures or highprofile public relations which should automat
ically result in business. Many see selling as
simply persuasive talking or high-pressure
closing tactics.
□ There is no good reason for them to hustle harder
to bring in work. As professionals, CPAs face
enormous pressures to stay chargeable. This
keeps most of them extremely busy. Doing pro
active business development, even with pres
ent clients, is often seen as extra work.

□ Many accountants don’t know where to look for
new business. Numerous CPAs, especially youn
ger professionals, don't know who to target for
promotional efforts, or where the best sources
of new business are. And, in many firms, there
is no way to learn where to focus your effort for
the best payback. Even if there are proven busi
ness generators within the firm, rarely is time
or effort devoted by the rainmakers to teach
their skills to others.
□ Many CPAs don’t like prospecting and selling. If
they did, they would have become salespeople
instead of accountants. The prospecting and
selling process often leads to feelings of per
sonal rejection and failure as well as lowered
self-esteem. Logically, many CPAs seek to avoid
this unpleasantness by avoiding the prospect
ing and selling process altogether.
Also, many accountants set themselves up for
failure because they don’t effectively use mar
keting tools to prequalify hot prospects. With
out effective personal marketing, every busi
ness development call ends up being a cold call
or a tough sale. And this leads to more frequent
rejection and failure.

Adopting the behavior
ofa sales person
is totally inappropriate.
□ It’s too hard to change. Changing business
development behavior is difficult simply
because it requires change. This takes time and
requires commitment and a system of applica
tion and focus on continuing incremental
improvements. Most sales training efforts are
one-shot programs that lack any approach for
continual improvement or reinforcement.
Accordingly, no improvement or positive
change occurs, and no results are produced.
□ They think they should behave like sales people
rather than professional consultants and rela
tionship managers. Common sales training
reinforces this tendency in professionals. Send
ing accountants out on sales calls with oldfashioned sales techniques that were originally
designed to sell copy machines and other tangi
bles is tantamount to consigning an auditor to
an engagement with an abacus instead of a
personal computer. Adopting the behavior of a
salesperson (which is what common sales
training instructs) is totally inappropriate for
Practicing CPA, June 1989
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Wanted:
Information concerning new methods, pro
cedures and forms that make managing an

accounting practice easier.
Successful practice development ideas and

material for case studies.

Knowledge of personnel management policies
that motivate staff members and provide them

with defined career paths, and which enhance
quality client service.

Reward offered: Practice management
articles containing much
practical information.

Contact the editor, Graham G. Goddard,
in strict confidence.

the consultative personality of a CPA. Credibility
can be destroyed completely when an accountant
“shows and tells" the “features and benefits" to a
prospective client. It is even more inappropriate in
an existing client relationship.
As you can see, traditional sales training fails to
address any of these challenges and may, in fact, add
to the problems by teaching the wrong approach.
So, how can you develop the skills you need to
succeed?

How to get results
To get results, your skill-building programs must
address each of the following six barriers. Also, as an
individual, you should view each of these areas to
see where you personally may fall short. In this way,
you can clarify what steps to take in order to build
your business-generating skills.
Here are some ways to address deficiencies in
your skill-building efforts.
□ Ifyour professionals lack the full complement of
individual marketing and selling skills necessary
to produce results:
(1) Start by recognizing that business develop
ment is a skill that can be acquired just like
auditing. It is not simply innate.
(2) Develop a plan of attack to build skills in all
aspects of business development. This
would include prospecting, personal
Practicing CPA, June 1989

marketing, face-to-face situations involv
ing new clients and services, managing
existing relationships, following through
on marketing activities, telephone selling,
account development strategies, and time
management.
(3) Success isn’t accidental. Think about the
best business generators in your firm and at
other firms you know well. What dis
tinguishes these partners from the others?
What do they do right? Use them as success
models to get others started using the same
approaches and adopting the same
behavior.
□ If your professionals lack good reasons to hustle
harder:
(1) Incorporate goal setting into the skill-build
ing programs. Let each professional define
his own reasons for trying harder—reasons
that are personally valid and inspiring.
(2) Set specific behavioral goals—actions that
will be taken—as well as desired outcomes.
(3) Set a six-to-eight-week deadline for results.
Monitor results in a group setting. Give
them a method that they like.

Give them a method
that they like.
□ If your CPAs don’t know where to look for new
business:
(1) Give your professionals a systematic way to
define where their best opportunities lie.
For example, most CPAs should focus first
on their current client base to determine
work opportunities and service strengths.
(2) Concentrate on developing ways to max
imize referrals from both current clients
and third parties.
□ Ifyour accountants don’t like to market and sell:
(1) Find out why they don’t like it. Some profes
sionals may be unsure of what marketing
and selling really is. Others may be skep
tical of their ability to do it. Rather than
ignore this area, you must surface and
address any inhibitors.
(2) Give them a professional selling system
with which they are comfortable. If accoun
tants have a well-defined methodology for
selling or marketing, we’ve found that they
like it better and are more at ease in a sell
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ing situation. It also allows them to be natural when
promoting work.
□ If it’s too hard to get your CPAs to change:
(1) To foster change, you need to get your people
into action. One approach that works, we
find, involves a contract of action—a com
mitment to others that the CPA will follow
through on the actions he or she prescribes.
(2) Stress incremental improvement and con
tinual reinforcement. Take care to ensure
some quick successes so that CPAs are moti
vated to continue honing their business
development skills.
□ Ifyour professionals don't want to be turned into
salespeople, don't make them!
(1) Help them use their diagnostic skills to
identify with whom they should be doing
business and what prospective or current
clients should be buying.

Transforming your firm
Today isn’t yesterday. Proactive business develop
ment is now a requirement for accounting practi
tioners. We’ve found that success in business
development centers on the capability of individual
partners and the focus, vitality, and intensity of
their business development efforts. So, to enhance
your results, start by investing wisely in the busi
ness generating skills of the professionals in your
firm.
Be aware, however, that most sales training offers
only a partial solution to the problem. Above all,
you need to make a commitment to transform your
firm through a planned, systematic skill-building
program. □

—by Allan S. Boress, CPA, and Michael G. Cum
mings, SAGE, Inc., 120 S. Riverside Plaza, 15th Floor,
Chicago, Illinois 60606, tel. (312) 559-0830

It’s a Small-Business World
Most business owners with fewer than 500
employees prefer to be described as "small busi
nesses,” according to a survey conducted by Cicco
and Associates, Murrysville, Pennsylvania.

"Closely held companies” and "growing com
panies” also received above-average ratings.
Least preferred were "family business,” “self
employed,” and “emerging business.”

OWNERS' PREFERENCE OF TERMS USED TO DESCRIBE THEIR ECONOMIC SECTOR

Base: 218 small-business leaders from all 50 states and Washington, DC.
Maximum sampling error: ±0.4 of a full rating point.
Survey dates: 3/10-3/27/89.

The following tabulation indicates that in
terms of intensity of preference, “small business”
received the greatest number of “most preferred"

ratings and fewest number of “least preferred”
ratings. Emerging business received the fewest
number of “most preferred" ratings.

SmallBus CloseHld Entrepr Growing FamilyBus SelfEmp EmergBus

"Most Preferred" (9/10)
"Least Preferred" (0/1)

46%
6%

30%
17%

28%
12%

18%
13%

18%
31%

13%
40%

7%
37%

Copyright © 1989 by CICCO and ASSOCIATES, Inc.; Murrysville. PA 15668
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The “Trouble With MAS”
Management advisory services, better known as
MAS, is an integral part of CPA practice. Many part
ners in CPA firms, however, regularly provide advice
to their clients but do not recognize it as MAS.
The term MAS is used by the AICPA to refer to all
CPA services, except for tax and personal financial
planning, where the CPA serves as a consultant or
advisor. Contrary to widespread usage, MAS is not
synonymous with computer consulting. Computer
consulting is only one type of MAS, albeit a much
performed type of MAS engagement.
MAS consultations and MAS engagements are the
two distinct forms of MAS defined in the Statements
on Standards for Management Advisory Services
(SSMAS) that became binding in 1982 and 1983.
Practitioners who perform advisory services for cli
ents in the form of consultations or engagements
need to be aware when the SSMASs apply. A recent
court decision cited AICPA MAS practice standards
as sufficient criteria for a jury to determine that a
CPA firm was negligent.
The statements use "MAS consultation" as the
professional term for informal business advice.
Such advice is a professional service, subject to
those standards. Clients are not getting advice from
a friend, relative, or from their barber. They are
getting it from a professional advisor—their CPA—
who does, or certainly can, charge a fee for provid
ing that service.

Informal business advice is MAS
The most common form of MAS that is not recog
nized as such by many practitioners is informal
business advice. General practitioners regularly
perform MAS engagements as well without recog
nizing that these, too, are management advisory
services subject to the SSMASs. Common CPA
engagements such as assisting clients with getting a
loan, valuing a business, budget preparation, cash
management, clerical information systems, busi
ness planning, and so forth are MAS engagements.
So are most engagements involving assistance with
computers.
Members frequently express surprise when they
find that the AICPA has published practice aids on
all of the types of MAS engagements mentioned in
the preceding paragraph. Can it be because a misun
derstanding of MAS is sending a false signal that all
MAS publications are about services they do not
provide?
Are you in the habit of ignoring anything that is
labeled MAS? You shouldn’t, nor should any of your
partners. You should be familiar with the SSMASs
and the MAS practice aids. Chances are you are
Practicing CPA, June 1989

doing a lot of MAS work for your clients on a regular
basis, but don’t recognize it as such! [7]
—by Monroe S. Kuttner, AICPA, New York

Editor’s note: Mr. Kuttner is director of the manage
ment advisory services division at the Institute. For
further information on MAS publications, call the
Institute: (212) 575-6290.

Partner Chargeability and Compensation

Questions on partners’ chargeable hours and com
pensation, particularly concerning managing part
ners’, are asked at nearly every practice manage
ment conference. Our editorial advisors respond to
two.
Any thoughts on two tiers of partners—income
and equity?

Sidney F. Jarrow, an Elmhurst, Illinois, practi
tioner, believes that with more specialization and
non-CPA specialists in firms, this mode of operation
will increase. Ronald C. Russell, who practices in
Springfield, Ohio, agrees. “Yes, we will see more
income partners and fewer equity partners," he
says.
Richard A. Berenson, a New York City, CPA, says
he is comfortable with the idea of two tiers of part
ners. Mr. Berenson thinks an older partner coming
into a partnership may become an income partner
because of the expense involved in funding a buyout
in a short period of time.
"Our firm does have a two-tiered system for part
ners, called variable income and fixed income,"
responds Robert L. Israeloff, a Valley Stream, New
York, practitioner. Mr. Israeloff explains that fixed
income partners receive an agreed upon annual
draw which does not fluctuate with the profitability
of the firm. "We believe this is a way of recognizing
the contributions of some of the young people in the
firm," he says. "This gives them the title of partner,
without their yet committing to shares of income.
What emphasis should be placed on chargeable
hours versus administrative and practice develop
ment activities?

"Each partner has a different administrative bud
get [in hours] based on accepted responsibilities,"
replies David A. Werbelow, a Pasadena, California,
CPA. Mr. Berenson agrees, and says the chargeable
hours for each type of partner (administrative or
audit) should be different. "That depends on
whether the partner is a technical person or a busi
ness getter," responds Mr. Jarrow. "The latter are in
short supply," he adds. [7]
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Limited-Service Philosophy (continued from page 2)
(CPAs are tax lawyers greatest source of referrals,
too.) Tax lawyers know which firms are best at what
and make referrals accordingly.
These relationships can also save tax-library
investment dollars. We have a limited tax library.
We found that we spent too much time attempting to
research problems and were not sure of our answers.
Now, we call our tax lawyer friends who have the
research tools and know how to use them.
Become computer proficient. This means know
ing how to use both hardware and software. We
believe microcomputers are tools, and that every
one should have one. We never asked people to share
pencils and adding machines. Accordingly, every
person in our firm has a microcomputer and printer.
Having the hardware and software at your finger
tips is one thing. Knowing how to use them effi
ciently is another. We made a critical mistake here.
Our mistake was to view computers only as tools,
not to be understood but to be used to practice
accounting. My philosophy about computers was
similar to my philosophy about automobiles—I
don’t care how and why they work, I just want them
to run when I turn the ignition. This has kept me
from being able to solve the simplest of auto prob
lems, denied me transportation, and cost me a lot of
money. A similar philosophy about computers has
made us dependent on others, denied us the use of
our tools, and cost us a lot of money.
Our goal for 1989 is to provide our personnel with
the tools—a centralized, standardized software and
applications library, homogeneous equipment, and
the skills to increase individual and team productiv
ity in order to more efficiently prepare better prod
ucts for our clients. We will create an atmosphere of
"We can and we will" understand enough micro
computer technology to function on our own.
Strive for world-class client service. We have
never lost a client we didn't deserve to lose. We
simply failed to deliver the service. We have been
guilty of providing world-class service to our newest
clients and taken-for-granted service to the older
ones. Does this hit home?
In our accounting service practice, our policy is to
complete the work within three business days of its
arrival in our office. We think that’s an example of
world-class client service, and the clients agree.
We pet and pamper our clients—yes, we attempt
to spoil them. We want them to become so depend
ent on us that they would never consider another
firm.
Use the value-added billing system. We accoun
tants are sticklers for determining fees by multiply
ing hours by rate. Certainly that’s a standard, but

Some “Looking Forward” Services
□ Forecasts and projections

□ Cash flow studies
□ Budgeting

□ Personal financial statements
□ Business and personal financial planning

□ Debt restructure/workout projections
□ Litigation support
□ Marital/property settlement disputes
□ Investment projections
□ Retirement/social security planning
□ Education planning
□ Estate planning
□ Income tax planning

□ Management assistance
□ Serving as board director

our analysis of worth should go beyond that.
My belief in value billing came from an experi
ence many years ago. A bill had been prepared using
the multiplication method, but payment received
was for a higher amount than I recalled the bill to
be. We discovered that a typing error had been made
on the bill amount—$600 instead of the intended
$400. We received a $600 check. Something was
happening here that I needed to understand. The
client perceived value at $600.
We bill monthly and write detailed descriptions
on our bills. It is not uncommon for a bill to be more
than one page long. We have all our standard billing
language stored in our computer, so billing is not a
time-consuming task.
Create two tax seasons. We call the tax season
from January 1 to April 15 the "compliance" tax
season. The rest of the year we call the "planning”
tax season. Our goal in the planning tax season is to
create 100 percent of the fees generated during the
compliance season, but to involve only one-third of
the compliance clients. This is accomplished using
tax-planning software from BNA Software, in Wash
ington, D.C.
We also try to move as much work as possible out
of the compliance season. We schedule client stock
transactions during planning season. Clients
Practicing CPA, June 1989
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arrange for us to receive duplicate copies of bro
kerage statements. We have converted personal
financial statement year-ends from December 31 to
months that fit our work load. Banks don’t seem to
care as long as they get an updated statement every
year.
We prepare depreciation schedules during plan
ning season using a computerized depreciation pro
gram. This provides accurate information for tax
planning. In addition, the compliance preparation
process is only slowed down for fixed asset additions/deletions. We do not use the depreciation cal
culations of our tax processor, Computax, because
we do not want to learn two depreciation programs.
Present client seminars. We present an annual,
year-end tax planning client seminar, complete with
color slides, speaker script, planning assistance,
and handouts. We purchase this material from
Mayer, Hoffman, McCann, a CPA firm in Kansas
City. There is no reason for us to reinvent the wheel.
We present seminars because they are an efficient
means of communicating the same information to a
lot of people. They also help in answering that typ
ical question, "Why didn’t you tell me about that?"
Our reply: "We missed you at our seminar where
that was discussed."
Send client newsletters. We send out a quarterly
newsletter and other printed information from time
to time. We produce none of it in-house. Most of it is
purchased from Mayer, Hoffman, McCann, men
tioned above. Incidentally, Judith R. Trepeck’s pre

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

sentation on producing an in-house newsletter at
the 1988 AICPA Small Firm Conference is making us
reconsider our method of production. (See "How to
Produce an Effective Firm Newsletter" in the April
1989 issue, page 5.) The purpose of the written mailouts is to provide information and to get our firm
name in as many places as possible.
Overdo CPE and don't discriminate. All our asso
ciates attend CPE and at least one course annually is
out of town. It’s the best investment we make.
Provide tools for your associates. Our clients and
associates make our firm. We have world-class asso
ciates. People are provided with a computer, dic
taphone, private office, authority and responsibility,
and enough rope to climb the tree or to hang them
selves. The right people make the climb. If your
associates want to show off their place of work, you
must be doing something right.
Implement a team philosophy. In our firm, all
seven associates make up our team. When any one is
out or does not execute properly, the team does not
function as efficiently. Three of our associates are
CPAs, but all seven are gifted members of our team.
These thoughts are shared in the hope that other
small practitioners will consider alternatives to the
traditional CPA practice. Ours is but one of those
alternatives. □
—by Ron W. Stewart, CPA, Stewart & Company,
CPAs, P.O. Drawer 7360, 1811 Tower Drive, Suite A,
Monroe, Louisiana 71211-7360, tel: (318) 388-3108
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